the objective of finding the best mix of quality in products for the lowest cost. They calculate the costs and benefits of different courses of action and weigh the choices they make to seek a mini/max solution-minimum costs for the maximum gain. They also seek to mix consumption with investment in a way that will allow for a continuing flow of resources to fund the future.
The market is a system comprised of a large aggregate of such rational individual actors, each of whom tries to maximize her or his self-interest in a process of exchange with other individuals. According to Adam Smith, this is the result of a "natural propensity to truck, barter and trade." People come together in the market to exchange with one another and, given the large number of buyers and sellers, each is seeking to maximize their own advantage, this results in the establishment of a "fair market price." When a very large number of individuals want or demand a given good or service, it becomes profitable for entrepreneurs to create enterprises to produce these products for sale. The efforts of producers and consumers are shaped by laws of supply and demand that shape the decisions producers make about offering products to consumers, and that consumers make about which products to purchase. Competition with other suppliers creates a discipline in the marketplace. Suppliers try to find products that appeal to consumers and they try to produce them in a way that produces a mix of quality and low price that allows them to compete with other firms.
When either consumers or suppliers make poor decisions that result in unwise purchases or in producing unwanted products or in producing them in an inefficient way, those individuals suffer losses caused by their bad thinking. For the market to work, individuals must suffer the consequences of these poor choices. Those that make optimal choices will succeed. Only with this kind of discipline can the market operate efficiently. An error of liberal approaches, conservative critics say, is that they soften the impact of poor personal choices, investment decisions, or business actions. This makes the economy inefficient and ultimately costs jobs and productivity and reduces the potential wealth and welfare of the society as a whole.
Rational actors and firms that compete together create a huge interactive system of many different markets, not just a single market, and the system operates efficiently and rationally but in a way that cannot be centrally directed. According to the economist Paul Samuelson this interdependent system of markets results in a "general equilibrium" for society that ultimately determines "what" will be produced, "how" it will be produced, and for "whom." The market rations out the scarce goods of society. "Who did the rationing: a board? a committee? No. The auctioneering mechanism of competitive price did the rationing" (Samuelson, 1980, p. 67) . This is the market economy of modern capitalism based on capital flow and investment, a highly specialized division of labor, and money as a mechanism of exchange. One of its key attributes is that its participants automatically adjust to each other and to changes in their behavior and their desires. This adjustment happens in a way that rewards efficiency and insight into consumer demand. In contrast to a system that is centrally controlled or that cushions the punitive impact of bad market decisions, a free market system will produce greater efficiency, more accurate responses to
